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KEY ECONOMIC INDICATORS 


All values in millions U.S. 
unless otherwise stated Exchange rate: U.S. $1.00 = 78.35 Bu brancs 


INCOME, PRODUCTION, EMPLOYMENT 


No figures are available in this essentially subsistent agricultural economy for plant 
and equipment investment, industrial production, average labor productivity, average 
industrial wage, employment or average unemployment rates. The Government of 
Burundi has devised a measure it calls "internal gross production, which includes 
only what the country produces, and the monetized earnings equivalent of the 
population. The last time it was calculated, in 1971, "IGP" was estimated at $204.7 


million or $61 per capita. These figures appear to have remained about the same 
for 1972, 1973, and 1974. 


%change 


ITEM 


MONEY AND PRICES 

Money and Quasi Money 

Public Debt Outstanding 
External Debt 

External Debt Service Ratio 


1973-74 


+20% 
+40.5% 
+9.6% 
445.5 


Interest Rates: Commercial 
Banks Prime and Average 
Interest Rates Central Bank 
Export Credits 3.0% 
Import Credits 6.0% 
Import Credits for certain 
items of primary necessity 3.0% 
Consumer Price Index (Civil Servants) 
(4/65=100)*** 141.3 


BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves 13.0** 17.0** 21.0** 

Balance of Payments 1.8 1.3 4.0 

Balance of Trade -3.0 -2.2 2.0 

Exports FOB 21.4 24.8 31.4 
US Share 61.6% 67.0% 60% 

Imports CIF 24.3 27.0 29.3 
US Share 4.1% 5.2 4.4% 


Main Imports from U.S.: used clothing ($617,740); spare parts ($173, 580) 


Footnotes: Figures as of end of year 
N.A, = not available 
* = as of 6/73 
** = revision of 1973's figures 
*** = replaces 1973's two part index 





SUMMARY 


Burundi is a very poor, small, French speaking, landlocked country, which lies in 
Africa's central highlands at the northern end of Lake Tanganyika, sandwiched 
between Zaire in Central Africa and Tanzania in East Africa. The vast majority 
of its population depends on subsistence agriculture, and the U.N. has defined it 
as one of the world's 25 least developed countries. Its 1974 annual coffee crop, a 
record setting 28,000 tons of mostly arabica "other milds,"' continued as in past 
years to comprise more than 70 percent of Burundi's contribution to its foreign 
exchange earnings, and was purchased principally by the U.S. and European 
countries. 


During 1975 Burundi's landlocked position, weak world coffee prices, and high 
import costs, contributed heavily to its first balance of payments deficit since 
1968 (and worst on record), a rapid drop in its foreign exchange reserves, and 
high and rising living costs both in rural and urban areas. Although foreign aid, 
principally from European sources and the UNDP, have cushioned somewhat 
these financial reverses, substantial trade and balance of payments deficits will 
probably continue for at least the next several years. 


Prospects for exploiting huge nickel deposits and other minerals, proved out during 
the year by a U.N. Minerals Survey Team, have brightened considerably long term 
prospects for significant economic progress in Burundi. These opportunities, 
however, are some years away, and in the meantime a major national effort 

must be mounted to promote practical agricultural development for which there 
appears to be considerable natural resource potential, and an interest on the 

part of foreign aid donors. 


Aside from future prospects for the exploitation of minerals and parallel 
infrastructure development, Burundi's market for American products remains 
limited to small lots of bargain priced consumer goods, some avionics 
equipment and light aircraft, and p erhaps in the future, industrial crop 
processing machinery. 





whe 
CURRENT ECONOMIC SITUATION AND TRENDS 


Burundi Will Survive its Financial Crisis 


High and rising import prices, transportation bottlenecks, and weak world coffee prices, 
combined to produce Burundi's first balance of payments deficit since 1968, and its 
worst on record. As export receipts dipped, and import costs surged upward, foreign 
exchange reserves dropped by about $8 million, leaving only enough for about four 
months of 1974's imports. As Burundi's imports satisfy mostly inelastic needs, 
government measures applied during the last quarter to control them may succeed in 
cutting some luxury consumer goods imports, but will probably have little effect 
overall. Since next year's export receipts, which depend on coffee, are not expected 
to improve significantly, another large trade deficit is foreseen for 1975. One expects, 
however, that Burundi will weather this financial crisis since only a very small 
percentage of its citizenry depends on the monetized economy, foreign aid receipts 

will increase above 1974's record level, and the country, on the whole, is politically 
stable. 


High Import Costs... 


Burundi's import costs soared from $29.4 million to $42.3 million in 1974. Although 
the actual volume of non-oil imports increased only slightly over 1974, the costs of 


these imports increased more than 30 percent. Oil consumption, too, increased 
little, but a 20 percent increase in petroleum imports was necessary to replenish 
reserves depleted during 1973. This, and the fact that 1974 oil prices averaged 
97 percent higher than those for 1973, more than doubled Burundi's petroleum 
expenses in 1974 to $3.12 million. 


In Part a Result of Burundi's Landlocked Position 


The dramatic increase in 1974 import costs was in part due to Burundi's landlocked 
position. The cost of moving goods from Dar es Salaam across Tanzania by railroad 
to Kigoma on Lake Tanganyika, and then by lake barge to Bujumbura is conservatively 
estimated to cost Burundi not less than 16 percent of the total value of its exports. 
Nor do these figures include the non-accountable costs such as excessive shipping 
delays, the consequent necessity of maintaining large inventories, or the estimated 
three percent rate of pilferage that results in high consumer prices and contributes 

to local inflation. This same set of circumstances also reduces the value of 
Burundi's exports, principally coffee, since prices are quoted FOB at Dar es Salaam, 
and Burundi is responsible for costs incurred up to that point. 
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... Have Increased Considerably the Cost of Living 


All of these factors combined to raise considerably the cost of living during 1974. The 
"civil servants" cost of living index showed an increase of 23.7 percent which breaks 
down as follows: food, 28.5%; transport, 23.7%; housing, 17%; and clothing, 14.2%. 
As the inflation rate for this period rose above 20 percent, local wage levels remained 
at a constant low level (about $.50 per day for laborers) although some fringe benefits 
were added such as longer paid leave, more holidays, and higher severance pay-- 
none of which, however, augment local consumer purchasing power. 


Export Receipts for 1974 Were Disappointing 


Although Burundi's 1974 coffee crop was the best on record (aLout 28,000 tons), its 
contribution to the 1974 balance of payments declined from the preceding year 
principally due to low coffee prices, slow sales, and the crop's late arrival on the 
international market. Since sales from only about 80 percent of the crop were 
registered for 1974, 1975 sales of the remainder will augment next year's export 
balance for a crop that is expected to be several thousand tons short of 1974's 
record harvest. Coffee will again account for at least three quarters of the export 
receipts in 1975 in view of only partially successful efforts so far to diversify 
export items. 


Burundi's two other ranking exports, hides and skins (9.7 percent of exports) and 
cotton (7.6 percent) contributed about $4. 8 million to 1974's export receipts. The 
value of hides and skins dropped more than 10 percent from the previous year, 
however, and can be expected to fall even further in 1975 as Rwandan skins, 
formerly sent to Burundi for processing and export, are now being processed in 
Rwanda. Principally because the government has failed to provide an adequate 
price incentive for cotton production, the area planted to cotton, formerly 
Burundi's second most important foreign exchange earner, has tumbled to the 
point where 1974's production (4, 526 tons) was nearly half that of 1970 

(8, 744 tons). 


Two bright spots on Burundi's export scene are tea and mineral production, both 
still very small at 2.6 and 2.5 percent of total exports respectively (totaling 
$1.42 million in 1974) but well managed and showing encouraging growth potential. 
Large inputs of aid by the Fund for European Development (FED) have expanded 
rapidly and steadily the value of 1974's tea production (837.7 tons), an increase 
of more than 26.5 percent over 1973 (615.7 tons). And the upgrading of mining 
operations several years ago has improved steadily the value of Burundi's two 
principal mineral exports, cassiterite and Dastnaesite. | 





Increasing Dependence on Foreign Aid 


While the proportion of Burundi's export revenues to total aggregate hard currency 
receipts fell from 62 percent in 1973 to 52 percent in 1974, the proportion of direct 
foreign aid hard currency transfers to Burundi increased from 18 percent in 1973 
($9.2 million) to 28 percent in 1974 ($14.7 million). FED, the largest single 
contributor, increased its donation from 30 percent ($2.8 million) of 1973's foreign 
aid total to 46 percent ($6.8 million) in 1974. Bilateral aid, mostly from Common 
Market countries, increased from $3.6 million to $5.2 million, and U.N, 
contributions went from $1.6 million to $2.3 million during the same period. 


Burundi also continues to rely almost exclusively on outside assistance for its major 
development projects, much of which is not reflected in the hard currency transfer 
accounts (above). FED in particular, and a large portion of Belgium's bilateral 

aid have gone specifically to agricultural development programs, but progress in 
many instances has been slow. Efforts are aimed at increasing Burundi's 
agricultural exports through upgrading and expanding coffee production, laying plans 
for a domestic sugar industry, and promoting experimental work with corn, rice, 
ground nuts, soybeans, citrus, cattle breeding, and the dairy industry. 


The Beginnings of a Tourist Industry 


With arrangements to finance and build a $7 million international class hotel in 
Bujumbura completed during the last part of 1974, and negotiations underway to 
open up Burundi to additional international airlines and an increased number of 
flights, the Government of Burundi hopes to increase its meager share of the 
profitable East African tourist trade. The construction contract for the hotel has 
been awarded to AMSAR, an Italian firm with construction contracts in Zaire, 
Rwanda, and Burundi and the management contract will be awarded to AEROTEL, 
a subsidiary of Alitalia. 


IMPLICATIONS FOR THE UNITED STATES 


Investment and Commercial Opportunities 


Minerals 


During 1974 the U.N, Mineral Survey Team confirmed the existence of huge 
commercially exploitable nickel deposits as well as other important minerals 
existing in commercial quantities such as copper, cobalt, platinum, and perhaps 
uranium. These minerals, including the vast infrastructure necessary for 

their exploitation, provide by far the best prospects for future American 
participation in Burundi's economic development. Presently, the cost of 





of exploiting the nickel deposits, including extensive hydroelectric and processing 
facilities and complete transportation infrastructure, is estimated at (and may well 
exceed) $500 million. Although the UNDP recently has agreed to budget $2 million 
to begin the economic feasibility study in 1976 (it may ultimately cost from $8 to 
$10 million), uncertain world economic conditions and ever mounting cost 

might delay the rapid development of the mineral deposits, which the most hopeful 
observers estimate will take five to six years once the money is available and the 
decision is made to begin. 


Commercial Possibilities Remain Limited 


Apart from the eventual development of Burundi's mineral resources, most of 
America's interesting commercial opportunities in Burundi will be generated from 
international organization financed projects, such as the IBRD's $1.5 million loan 
to Burundi's highway maintenance program for purchasing equipment. Other 
opportunities for sales include light aircraft and landing control equipment, and, 
in the event that crop diversification programs begin to take hold, industrial crop 
processing machinery. Otherwise, Burundi's market is appropriate for small 
lots of bargain priced consumer goods. The principal commercial exchange 

with the United States during 1974 remained used clothing ($617, 740) and spare 
parts for a diminishing quantity of old U.S. equipment and vehicles ($173, 580). 


Gradually Changing Patterns in the Coffee Trade 


The U.S. position as Burundi's best coffee customer has diminished gradually since 
1967 when it purchased 94 percent of the crop. Since then the U.S. share declined 
to 62 percent in 1973 and from there to a little more than 50 percent in 1974, 
roughly estimated at about $15 million. In recent years Common Market countries, 
led by Germany, have begun increasing their share of coffee purchases so that 
their share may near 40 percent for the 1974 season. It is questionable, however, 
if European buyers will continue to increase this proportion since they already 

take most of Burundi's superior grade coffee, which they prefer, and for which 
they pay one to two cents per pound more than is offered on the U.S. market. 
Unless Burundi substantially upgrades its coffee for the European market, the 

U.S. will continue as Burundi's principal coffee customer, offering it the 
advantage of buying a large percentage of its total crop without meticulous 

attention to grade. 





CALL US 


WE’VE GOT THE ANSWERS 
TO YOUR MARKETING 
QUESTIONS WORLDWIDE 


Commercial and economic information 
on most trading partners of the United 
States is available from the Office of 
International Marketing, U.S. Depart- 
ment of Commerce. 

The Office is organized geographically 
with a Country Marketing Manager 


Area Extension 


Africa 
Central Africa 
East and South Africa 
West Africa 


3904 
4927 
4388 


Europe 

Canada and Benelux 
countries 

France 

Germany and Austria 

Italy and Greece 

Nordic countries 

Spain and Portugal 

Switzerland, Yugo- 
slavia and Turkey 

United Kingdom 


3848 
4504 
4414 
3944 
4601 
3957 


2795 
3713 


responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 
202-967 plus the given extension 


Far East 
Australia and New 
Zealand 
East Asia 
Japan 
South Asia 
Southeast Asia 


3646 
5401 
2427 
3137 
3875 


Latin America 

Brazil 

Caribbean countries, 
Venezuela, and 
Colombia 

Mexico, Central 
America and 
Panama 

Remainder of South 
America 


5427 


2995 


5020 


2428 


Special units within the Department of Commerce have been created to 
deal with the particular marketing situations: 


Commerce Action Group for the Near East 
North Africa 


Near East 


5737 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 

Qatar, Saudi Arabia, Syria, United Arab 
Emirates, Yemen Arab Republic 


Iran, Israel, Egypt 


Bureau of East West Trade 


Eastern Europe 
USSR 


Peoples Republic of China 








